EMERGENCY ROAD AND WATER- SUPPLY | NFRASTRUCTURE PRQJECT
( HO- 0143)

EXECUTI VE SUMVARY

BORRONER AND Republ i ¢ of Honduras
GUARANTOR:

EXECUTI NG AGENCY: M nistry of Public Wrks, Transport, and Housing and
Nati onal Water and Sewerage Authority (SANAA)

AMOUNT AND SOURCE: | DB: (FSO US$18.8 nillion
(Reformul ated): US$ 7.0 million (see
paras. 3.12, 3.13 and
3. 14 of proposal)
Local counterpart

contri bution: US$ 2.9 nmillion
Tot al : US$28.7 million
FI NANCI AL Anortization period: 40 years
TERVS AND Di sbur senent peri od: 18 nont hs
CONDI Tl ONS: Interest rate: 1% first 10 years

2% subsequent 30 years
I nspecti on and supervision: 1%
Credit fee: 0.5%

OBJECTI VES: The project's objective is to alleviate the econonic,
soci al, and environnental inpact of the danmage caused
by Hurricane Mtch to Honduras's road and water-
supply infrastructure, and |essen the associated
cost.

The specific objectives are to: (a) help repair
several sections of the country's paved main and
secondary road network; (b) rehabilitate or replace
bridges in the city of Tegucigalpa and on the
Teguci gal pa- San Pedro Sula highway; and (c) restore
Tegucigal pa's drinking-water system through the
supply and installation of piping and equi pnent.

DESCRI PTI ON: The roads subproject (US$17.7 nmillion) wll include:
(a) work to repair about 380 km of the paved main
and secondary road system (b) rehabilitation of 15
bridges (760 n); (c) construction of two bridges
(80 m in Teguci gal pa; and (d) institutional
strengthening of the Mnistry of Public Wbrks,
Transport, and Housing (SOPTRAVI) and the Mnistry of
Nat ural Resources and Environment (SERNA).

The wat er-supply subproject (US$11 mllion) will fund
the follow ng: (a) supply and laying of about
36,400 m of ductile iron pipe for main conveyance
lines and 14,000 m of PVC pipe for water and sewer
lines; and (b) supply and installation of punping
equi prent and fittings.

THE BANK' S The IDB support proposed here is in line with the
STRATEGY: objectives and guidelines set out in the Bank's
policy on enmergencies arising from natural and
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unexpected disasters (OP-704), which was approved by
the Board of Executive Directors in Novenber 1998
In particular, it is consistent with the objectives
of swiftly repairing damaged infrastructure
provi di ng essential services of the requisite quality
and safety standards, and restarting normal economc
activity. The focus of the planned civil works is
the repair and sone initial rehabilitation of infra-
structure to restore service; they would mark the
first stage in a permanent reconstruction and
rehabilitation effort.

In the roads sector, the project will fund repairs to
existing roads in areas that have already been
devel oped and worked on; the roads subproject thus
woul d have no adverse environnmental or social inpact.
The likely inpacts in the course of the roadwork
will be localized, nodest, short-lived, foreseeable
and mitigable. No comunity resettlenents or nmajor
road realignnents are envi saged.

Two experts will be hired to speed up the environ-
nmental assessnment of road works, one for SOPTRAVI and
the other for SERNA. For the water-supply conponent,
in which the reconstruction effort is especially
urgent, SERNA has given authorization, by way of an
arrangenent under the National Environnental | npact
System for work to begin, adhering to guidelines and
standards to prevent and mitigate environnental
i npacts, with environmental pernmts to be arranged
subsequent |y where necessary.

The Bank's Conmittee on Environnent and Social | npact
approved the environmental elenments of this project
on Decenber 15, 1998.

The program funds would pay for emergency repairs to
the paved main and secondary road system which
carries the bulk of the country's traffic, connects
production centers and the |arger donestic markets,
and |inks Honduras with other countries. The planned
investments would therefore yield considerable
benefits by quickly restoring the service capacity of
hi ghways and roads.

The benefits sought by the water-supply conponent,

which would restore drinking-water service to those
who have no safe water source since the hurricane,

woul d be: (a) a lower health risk to those popul a-
tion groups; (b) lower costs of securing water
through alternative solutions; and (c) less need to
resort to potentially hazardous alternative sources
of water, particularly in a setting of genera

envi ronnent al degr adati on oW ng to i nconpl ete
coverage and the poor state of repair of sanitation
and waste-treatnment systens.

The following are the chief risks of the project:

(a) possible lack of inplenmenting capacity in the
public sector (particularly SANAA) and of installed
capacity available in Honduran private construction
firms; (b) uncertainty as to the true nagnitude of
the repair costs, this being a particular concern in
the bridge conponent, in which eventual soil settling
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is a mjor cost factor; and (c) SERNA's |ack of
capacity and experience to ensure that due attention
is given to environnental consi derati ons, and
possible conflicts between what nmay be the best
approach from a technical standpoint and the
under st andabl e approach that the work needs to be
done qui ckly.

It is recommended that the firm that wll be
conducting concurrent audits of the project be
engaged by way of a restricted call for proposals
(see para. 4.26).

That sane procedure is reconmended for the purchase
of ductile iron pipe and fittings for subprogramIl,
at a cost of up to US$4 mllion (see para. 4.19).

It is recommended that retroactive financing, drawn
on the | oan proceeds, be authorized to contract the
Jicaro G@Gal an-Choluteca section in the anount of

US$218,800 ¢ in excess of the ceiling for direct

contracts ¢ for this energency operation (see
para. 4.24).

Conditions precedent to the first disbursenent:
(a) entry into force of the project's Operating
Regul ati ons (see para. 4.5); (b) hiring of a firmfor
concurrent auditing of the project (see para. 4.26);
and (c) proposal with nmechanism to ensure rapid and
timely access by executing units to revolving fund
resources (see para. 4.28).

Condi ti ons precedent for subproject |: (a) signature
of an agreenent between SOPTRAVI and SERNA for
managenent of  environnental matters under this
subproject (see para. 4.11); (b) hiring by SERNA
using project funds, of an expert to assist the
latter in connection with environnmental matters under
this subproject; and (c) hiring of consul ting
services to support SOPTRAVI in engineering and
environmental matters (see para. 4.6).

Condi ti ons precedent for subproject 11 : (a) hiring
of the subproject nmanager (see para. 4.7); and
(b) signature of an agreenent between the Mnistry of
Fi nance and SANAA to pass on proceeds of the Ioan,
setting out that executing agency's obligations for
subproject Il (potable water supply), including the
furnishing of |ocal counterpart funds.

Di sbursenment to start off the project activities:
Before the special conditions precedent to the first
di sbhursenent have been satisfied the Bank may
disburse up to US$1.5 million to start off the
project activities (see para. 4.29).

Contractual covenants: (a) For subproject 1: t he
Bank may approve up to US$1 mllion in retroactive
financing and up to US$500,000 in expenditures
incurred on or after Cct ober 30, 1998, for
recognition against the |ocal counterpart (see
para. 4.24); (b) before any subproject |I roadwork can
begi n, consultants nust have been engaged to
supervise that work; (c) a revolving fund for each
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subproject, in the anmount of up to the equival ent of
20% of the subproject financing anount, wll be
establi shed (see para. 4.28); and (d) for purposes of
the Bank's General Conditions, the sem annual reports
on the project will be those submitted by the firm
engaged for concurrent auditing of the project (see
para. 4.22).

This project qualifies as poverty-targeted under the
terms of the Ei ghth Repl eni shnent docunent (AB-1704),
from a geographical standpoint: about 75% of
residents of the service areas of the targeted roads
live bel ow the poverty line (see para. 5.7).

Until COctober 30, 1999 ( that date marking the
12-mont h anniversary of the declaration of the state
of emer gency ( goods, construction work, and

consulting services would be obtained follow ng the
pr ocur ement pr ocedures for ener gency projects
recently approved by the Board of Executive Directors

(set out in document GP-92-15). Those procedures
will be presented in an annex to the |oan contract
which will govern all elenents of the procurement

process, w thout the need for subsidiary recourse to
Hondur an | aw. As from Cctober 31, 1999, the Bank's
standard procurenment and contracting procedures will
apply. Thresholds for international conpetitive
bidding will be US$3 mllion for works, US$350,000
for goods, and US$200, 000 for consulting services.



